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Opening Statement
Gary L. Ackerman, Chairman
May 11, 1988

Today, the Subcommittee on Compensation and Employee
Benefits will conduct the first of two oversight hearings on the
Federal Employees' Health Benefits Program.

The FEHBP is an $8.8 billion health insurance program,
providing insurance coverage to approximately 11 million Federal
workers, retirees and their dependents. .

All Americans are adversely affected by the constantly
increasing costs of medical care. Health care costs are rising
almost twice as fast as the general inflation rate. Therefore,
it is critical that FEHBP enrollees have adequate and affordable
health insurance. Yet Federal employees are particularly
disadvantaged since they pay approximately 40 percent of their
health insurance premiums, while the majority of private
employees pay nothing.

On the average, FEHBP premiums have increased by
approximately 31 percent this year -- some plans' rates rose in
excess of 70 percent -- and the premium inflation is unlikely to
abate in the 1989 contract year. In part, these premium
increases reflect the failure of recent efforts to control FEHBP
health care costs. Health economists attribute the cost
increases to the following factors: The volume of outpatient
services is rising by staggering proportions; new medical
technologies are extremely expensive and are being used more
frequently; the population is aging, with accompanying costs for
the treatment for chronic diseases; hospitals are significantly
increasing the charges for treatments not covered by cost-control
efforts; and many FEHBP plans are being plagued by adverse
selection.

As one strategy in combating health care inflation, I
strongly believe that FEHBP carriers and OPM need to pay more
attention to cost-containment through health promotion programs.
The preponderance of data indicates that these programs, which
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